The development and management of cooperatives in Malaysia by Mohd Khairuddin Hashim, & Syed Azizi Wafa Syed Khalid Wafa,
0 - The Development - Prelim.indd   1 04-Sep-15   9:33:36 AM
0 - The Development - Prelim.indd   2 04-Sep-15   9:33:36 AM
PENERBIT UNIVERSITI MALAYSIA SABAH
Kota Kinabalu • Sabah • Malaysia
http://www.ums.edu.my
2015
A Member of the Malaysian Scholarly Publishing Council (MAPIM)
MOHD KHAIRUDDIN HASHIM
SYED AZIZI WAFA SYED KHALID WAFA
0 - The Development - Prelim.indd   3 04-Sep-15   9:33:37 AM
© Universiti Malaysia Sabah, 2015
All rights reserved. No part of this publication may be reproduced, distributed, 
stored in a database or retrieval system, or transmitted, in any form or by any means, 
electronics, mechanical, graphic, recording or otherwise, without the prior written 
permission of Penerbit Universiti Malaysia Sabah, except as permitted by Act 332, 
Malaysian Copyright Act of 1987. Permission of rights is subjected to royalty or 
honorarium payment.
Penerbit Universiti Malaysia Sabah makes no representation – express or implied, with 
regard to the accuracy of information contained in this book. Users of the information 
in this book need to verify it on their own before utilizing such information. Views 
expressed in this publication are those of the author(s) and do not necessarily reflect 
the opinion or policy of Universiti Malaysia Sabah. Penerbit Universiti Malaysia Sabah 
shall not be responsible or liable for any special, consequential, or exemplary problems 
or damages resulting in whole or part, from the reader’s use of, or reliance upon, the 
contents of this book.
Perpustakaan Negara Malaysia  Cataloguing-in-Publication Data
Mohd. Khairuddin Hashim
 THE DEVELOPMENT AND MANAGEMENT OF COOPERATIVES
 IN MALAYSIA / MOHD KHAIRUDDIN HASHIM, SYED AZIZI WAFA 
 SYED KHALID WAFA.
 Includes index
 Bibliography: page 163
 ISBN 978-967-0521-53-4
 1. Cooperative societies--Malaysia.  2. Consumer cooperatives--Malaysia.
 I. Syed Azizi Wafa Syed Khalid Wafa, Dr.  II. Title.
 334.09595
Typeface for text: Chaparral Pro
Text type and leading size: 11/13.2 points
Published by: Penerbit Universiti Malaysia Sabah
 Tingkat Bawah, Perpustakaan
 Universiti Malaysia Sabah
 Jalan UMS
 88400 Kota Kinabalu, Sabah
Printed by: Percetakan Bunga Raya Sdn. Bhd.
 Lot 50-A, Hiong Tiong Industrial Centre,
 Lorong Buah Salak 5, 11.2 km,
 Jalan Tuaran, 88450 Kota Kinabalu, Sabah.
0 - The Development - Prelim.indd   4 04-Sep-15   9:33:37 AM
vCONTENTS
List of Tables vi
List of Figure vii
Foreword viii
Preface x
Acknowledgements xii
Chapter 1 
Understanding Cooperatives
1
Chapter 2
Historical Development of Cooperatives in Malaysia
19
Chapter 3
National Cooperative Policy in Malaysia
37
Chapter 4
Strengths and Weaknesses of Cooperatives
61
Chapter 5
Strategic Management in Cooperatives
85
Chapter 6
Cooperative Supporting Agencies and Assistance 
125
Chapter 7
Research on Cooperatives
141
Chapter 8
The Future of Cooperatives in Malaysia
153
References 163
Index 167
0 - The Development - Prelim.indd   5 04-Sep-15   9:33:37 AM
vi
LIST OF TABLES
Table Page
1.1 Comparison between a cooperative and a private company 7
1.2 Cooperatives classified by functions in 2009 14
1.3 Cooperatives classified by functions in 2010 14
1.4 Cooperatives classified by functions in 2011 15
1.5 Cooperatives classified by clusters in 2009 16
1.6 Cooperatives classified by clusters in 2010 16
1.7 Cooperatives classified by clusters in 2011 17
2.1 Number of cooperatives and their members 29
2.2 Cooperatives in Malaysia from 1990 to 1999 33
2.3 Cooperatives in Malaysia from 2000 to 2010 35
2.4 Number of cooperatives registered from 2006 to 2010 35
4.1 Number of cooperatives from 1990 to 2011 63
4.2 Membership in cooperatives from 1990 to 2011 64
4.3 Share capital of cooperatives from 1990 to 2011 65
4.4 Total assets of cooperatives from 1990 to 2011 67
4.5 Total turnover of cooperatives from 2006 to 2011 68
4.6 Profitability of cooperatives from 2006 to 2011 68
4.7 Average percentage of gross profit 69
4.8 Average percentage of net profit 69
4.9 Average percentage of return on assets 70
4.10 Average percentage of return on equity 70
4.11 Revenues and profit generated by cooperatives in 2011 
by states
73
4.12 Revenues and profit generated by cooperatives in 2010 
by states
74
4.13 Revenues and profit generated by cooperatives in 2009 
by states
75
4.14 Weaknesses of cooperatives in Malaysia 83
5.1 Strengths of cooperatives 87
0 - The Development - Prelim.indd   6 04-Sep-15   9:33:37 AM
vii
LIST OF FIGURE
Figure  Page
5.1 The strategic management process 91
5.2 Weaknesses of cooperatives 87
5.3 External business environment 93
5.4 Areas to establish organizational objectives 108
6.1 Financing and development assistance provided by MCSC 128
6.2 Academic programmes, training, research and publication 
offered by CCM
132
6.3 Assistance and services provided by NCOM 134
8.1 Drivers of globalization 161
0 - The Development - Prelim.indd   7 04-Sep-15   9:33:37 AM
viii
FOREWORD
Cooperatives play a key role in the Malaysian economy. Despite their important role in the national economy, the literature on cooperatives remained restraint. There are not many books written 
about them. The limited publication resulted from the lack of research 
emphasis on cooperatives. This book contributes not only to the existing 
literature on cooperatives but also reinforces the efforts of the Malaysia 
Co-operative Societies Commission in increasing the awareness of the 
importance of cooperatives in the country. 
 In Malaysia, cooperatives have received various support and 
assistance from the government since they were introduced in the 
country in the early 1920s. Today, the support and assistance have not 
only expanded but also the number of supporting agencies involved in 
their development and growth has increased as well. 
 Over the years, through various agencies, the government has 
developed and provided a variety of assistance to the cooperatives in 
the country. Among these include; funding, training and development, 
marketing, technical advice and consultancy. Undeniably, many 
cooperatives have benefited from these numerous assistance. Many of 
the cooperatives that received the assistance were able to grow as well 
as sustain their operations. 
 At the same time, however, it is also important to note that 
findings of previous studies on cooperatives have also indicated 
that these organizations faced various problems and challenges. The 
problems identified among the cooperatives include; adoption of low 
technology, inadequate human capital, inaccessibility to sources of 
financing, marketing constraints and lack of management talents, 
knowledge as well as skills.
 This book explains not only the role and nature of cooperatives 
but also make aware of their important contributions to the economy 
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ix
as well as the various issues and problems related to their management, 
development and growth. By providing this information, the book helps 
readers to know and better understand their significant functions in 
the Malaysian economy. 
 Without doubt, this book serves as a useful source of reference 
text for students studying cooperatives, management of cooperatives, 
policy makers as well as those involved in supporting the development 
and growth of cooperatives in Malaysia.
Fadzir bin Kamaruddin
Director
Malaysia Co-operative Societies Commission
Perlis Branch
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xPREFACE
Since cooperatives were introduced, they have gained tremendous growth and acceptance in both developed and developing countries. Given their uniqueness and successes, today, cooperatives have 
been recognized and emphasized as an important priority in many 
countries in the world. 
 The uniqueness and success stories of cooperatives as 
organizations have long attracted the attention and interest among 
academics, consultants, policy makers and politicians. The focus on 
cooperatives resulted from the realization that they play a key role in 
the social as well as the economic development of both developed and 
developing countries. As employers and investors, cooperatives are 
known for their social as well as economic contributions. 
 In this book, an attempt has been made to explain their 
nature, role and the contributions made by the cooperatives in the 
Malaysian economy. The book provides useful information concerning 
the cooperatives in the Malaysian context to help readers to better 
understand as well as to help manage them more efficiently. 
 This book contains eight chapters. The first chapter begins by 
examining how cooperatives are defined. More specifically, the chapter 
explains their definitions, registrations, types of cooperatives and their 
unique organizational characteristics. 
 In Chapter 2, the book presents the historical development of 
cooperatives in Malaysia. The chapter begins with the introduction of 
cooperatives in the 1922s and ends with their present development.  
 Chapter 3 of the book specifically focuses on the Malaysian 
government policy towards cooperatives. In particular, the chapter 
explains the first and the second National Cooperative Policy. 
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xi
 The strengths, weaknesses, opportunities and threats faced by the 
cooperatives are captured in Chapter 4. The information provided in this 
chapter helps readers to better understand the nature of cooperatives. 
 Chapter 5 proposes the need for cooperatives to adopt the 
strategic management approach to ensure their success. The chapter 
describes how cooperatives can manage their business in a more 
systematic and effective way through strategic management. 
 Chapter 6 provides a brief description of the various cooperative 
supporting agencies and the types of assistance as well as services they 
offered to the cooperatives.
 Chapter 7 emphasizes on research in the area of cooperatives. 
Based on the review of the literature, the chapter identifies relevant 
research issues and proposes more empirical studies on cooperatives. 
 Finally, in Chapter 8, the book looks at the future of cooperatives 
in Malaysia. The chapter provides some insights into their future role 
in the country.
Mohd Khairuddin Hashim
School of Business Management
College of Business 
Universiti Utara Malaysia 
Sintik, Kedah, Malaysia
Syed Azizi Wafa Syed Khalid Wafa
Faculty of Business, Economics and Accounting
Universiti Malaysia Sabah
Kota Kinabalu, Sabah, Malaysia
June 2015
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